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SUB J : SALE OF FRG PETROCHEMICAL INSTALLATION TO PRC 

1 . TWO FRG FIRMS HAVE SIGNED DURING THE PAST WEEK LARGE 
CONTRACTS FOR ADDITIONS TO THE PEKING PETROCHEMICAL 
PLANT. THE FIRM OF LURGI WILL CONSTRUCT A PLANT FOR 
THE PRODUCTION OF TEREPHTHALLIC ACID (PTA) USING A 
PROCESS TO BE PROVIDED UNDER LICENSE BY AMOCO (STANDARD 
OIL OF INDIANA). THE FEEDSTOCK WILL BE PARAXYLENE 
PRODUCED IN THE PLANT ALREADY SOLD BY UNIVERSAL OIL 
PRODUCTS. THE CONTRACT IS VALUED AT DM 60-70 MILLION 
($25-29 MILLION). THE SECOND PLANT, WORTH DM 30 MILLION 
($12 MILLION) IS TO BE BUILT BY ZIMMER AND WILL PRODUCE 
POLYESTER FIBER AND FILM. GERMAN AND AMERICAN TECHNICIANS 
ARE TO RESIDE AT THE SITE, WITH THE FIRST GROUP OF GERMANS 
ARRIVING IN JULY. 

2. A DELEGATION FROM STANDARD OIL OF INDIANA IS IN PEKING 
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NOW AND HAS JUST SIGNED ITS CONTRACTS FOR THE REQUIRED 
LICENSING ARRANGEMENTS. COMPANY REPRESENTATIVES TOLD 
US THAT THE TOTAL VALUE OF THE STANDARD OIL PORTION OF 
THE CONTRACT IS $6.75 MILLION, WITH CASH PAYMENT 
SPREAD OVER FOUR AND ONE HALF YEARS. THEY ESTIMATE 
THAT ENTIRE PROJECT SHOULD BE COMPLETED WITHIN THREE 
AND ONE HALF YEARS. CHINESE TECHNICIANS WILL BE 
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TRAINED BY THE COMPANY IN THE US. 

3. NEGOTIATIONS FOR THESE PLANTS WERE BEGUN IN 1972 
AND HAVE BEEN HELD ON AND OFF SINCE THEN. IN JUNE 

OF LAST YEAR NEGOTIATIONS WERE NEARING COMPLETION, 

BUT WERE SUDDENLY BROKEN OFF AND NOT RESUMED UNTIL 
LATE IN THE YEAR. THE BRITISH FIRM OF SIMON-CARVES 
HAD ALSO BEEN BIDDING ON THE CONTRACTS BUT DROPPED 
OUT OF NEGOTIATIONS RECENTLY BECAUSE ITS PRICES AND 
TERMS WERE NOT COMPETITIVE. 

4. THESE ARE THE FIRST WHOLE-PLANT PURCHASES BY THE 
PRC IN OVER A YEAR. WHILE WE DO NOT THINK IT LIKELY 

THAT A LARGE-SCALE RESUMPTION OF THE IMPORT OF COMPLETE 
PLANTS WILL BEGIN BEFORE NEXT YEAR, THESE CONTRACTS 
INDICATE THAT THE PRC IS AGAIN IN THE MARKET FOR 
FOREIGN PLANTS AND IS NOW ABLE TO MAKE DECISIONS 
RELATING TO THE LARGE-SCALE IMPORT OF FOREIGN TECHNOLOGY. 
DEAN 
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